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SUMMARY 


The Tunisian economy showed continued strength in 1973 
despite relatively slower growth after the exceptionally 
good year of 1972. Overall agricultural production fell, 
tourism was stagnant, but industry and other services 
expanded. The forecast for 1974 is bright. Industrial and 
agricultural production should increase and world prices 
for Tunisian phosphates, olive oil, petroleum, lead and 
zinc have jumped more than enough to make up for a likely 
continued slow growth of tourism. 


The balance of payments continued to show an overall surplus 
in 1973 and foreign exchange reserves increased. In 1974, 
for the first time, the value of exports will probably be 
greater than the value of Tunisia's imports. In addition, 
Tunisie will likely receive im reased aid from Arab petroleum 
producing countries as well as continuing assistance from 
traditional donors. The rate of increase in domestic prices 
appeared to be below the world average in 1973 but infla- 


tionary pressures will probably be stronger in 1974, 


U.S. exports to Tunisia appear to have fallen in 1973, 
largely because of decreased aid deliveries, The healthy 
economy and strong balance of payments position, however, 


should assure a growing market for U.S. exports on a commer- 
cial basis. Implementation of the new Four Year Plan offers 


opportunities for U.S. engineering and construction companies. 
Potential U.S. investors will encounter a good economic and 
political climate, plus attractive fiscal incentives. 





CURRENT ECONOMIC SITUATION AND TRENDS 


The Tunisian economy maintained a relatively high rate of 
activity in 1973. However, because of the extraordinary 
growth rate in real terms in 1972 of 17.6 percent, Tunisia's 
estimated Gross Domestic Product (GDP) in 1973 increased 
only 2.8 percent in constant prices (5.1 percent in current 
prices). Growth rates in 1973 compared to 1972 in the 
major sectors are estimated as follows: industry 7.4 
percent and services 2.8 percent. There was a negative 
growth rate in agriculture and fishing of -11.6 percent. 


The drop in the agricultural sector after the outstanding 
1972 harvest resulted primarily because of a sharp fall 
in olive production and some reduction in cereals output. 
Production of olives in 1974 should double 1973 output 
while cereal harvest should also be good. Electric 
utilities and manufacturing showed dynamic growth in 1973, 


but the food processing industry was down. Mining was 
relatively stagnant in 1973, but with the recent jump 

in prices of petroleum, phosphates, zinc and lead, the 
value of output should increase greatly in 1974. Tourism 
had a relatively poor year in 1973, but long term prospects 
appear brighter. 


Estimated imports of goods and services grew about 12.8 
percent, less than had been earlier predicted. While 
exports are estimated to have fallen by 2.2 percent in 
1973, they may be higher because of the increase in the 
prices of minerals exports in the last few months of the 
year. The overall balance of payments has remained very 
strong due to tairism, emigrant remittances, and capital 
inflows in the form of government to government aid and 
private investment. Foreign exchange reserves increased 
to over $300 million and should grow at an accelerated 
rate in 1974, 


Despite a sharp increase of the mmey supply, excess funds 
in the banking system, and increasing world prices of 





imported goods, Tunisia maintained a remarkable degree of 
price stability in 1973, with the wholesale price index 

expected to register a 5-6 percent increase for the year. 
However, inflationary pressures are expected to increase. 


Industry and Tourism 


While the overall industrial sector is expected to have 
increased by 7.4 percent in 1973, manufacturing had a 
disappointing growth of 1.3 percent, due largely to a drop 
of 22 percent in the food processing industry caused by 
low olive and cereals production. All other industrial 
areas -- including chemicals, construction, paper, wood, 
textiles, and metals and machinery -- remained strong with 
growth rates from 7 to 28 percent. Mining grew by 2.5 
percent while petroleum output showed no growth. 
Production of electrical power jumped a healthy 17.4 
percent. 


Chronic unemployment remains one of Tunisia's most diffi- 
cult problems. The Tunisian Government is looking to the 
industrial sector under the Four Year Plan to provide most 
of the new job opportunities. One means of attaining this 
objective is to attract foreign ime stment by the law of 
April 1972 offering special incentives to companies locating 
in Tunisia to produce for export. U.S. companies have 
entered the garment industry (shirts) and chemical industry 
(monoammonium phosphate). Many European companies have also 
taken advantage of the law, mainly in the garment industry. 
The Tunisian Government is following a policy of encouraging 
the private sector relatively to the large state sector 
while at the same time rehabilitating and revitalizing 
existing state enterprises. The new Four Year Plan calls 
for $134 million (1 dinar = $2.32) in new investment in 
industry by the public sector and $118 million by the 
private sector. 


Tourism is expected to have increased a disappointing 
1.7 percent (based on entries) in 1973 compared to a 
projected growth of 17.4 percent. The stagnation, which 





may continue into 1974, results in part from prices for 
tourist services and facilities which are relatively higher 
than those in some other Mediterranean countries and from 

a shortage of trained personnel and entertainment facili- 
ties. However, the long range future looks good for this 
sector, and by 1975 the sector should again show signs of 
significant growth, hopefully near the Plan estimate of 

15 percent. 


Minerals and Petroleum 


The mining sector should be the star performer in 1974, 
although its growth for 1973 was only an estimated 2.5 
percent. The 1974 performance should result from an 
increase of export prices rather than a significant 
increase of production. The prices of phosphate and 

lead have tripled and that of zinc has quintupled which 
should result in additional earnings of around $150 million 
in 1974 based on estimated production of 3.7 million tons 
of phosphate, 16,000 tons of zinc ore and 25,000 tons of 
lead. Processing of phosphates to make acid, fertilizer, etc. 
will add more revenue. The price of Tunisia's light, 
low-sulphur crude oil, which is available to all customers 
regardless of nationality, showed a large increase in late 
1973 which is likely to continue into 1974, The new 
offshore Ashtart field, which went on stream in December 
1973, should offset declining output from existing onshore 
fields. Production in 1974 will be at least 4.3 million 
tons and earnings to the Government $150-300 million from 
the estimated 3.3 million tons to be exported. The increased 
prices will undoubtedly spur efforts to increase production 
further. American, French, Italian, British and Canadian 
companies are planning important seismic and drilling 


exploration programs for both offshore and onshore 
petroleum. 


Higher prices should add impetus to the already planned 
modernization of phosphate and other mining. Fluorspar 
production is due to increase in order to supply raw 
material for an aluminum fluoride plant in Gabes for which 
contracts were signed in late 1973. Projects are also being 
implemented or under study to make substantial additions 





to the phosphate processing industry to increase production 
of phosphoric acid and phosphatic fertilizers. The Govern- 
ment is reportedly about to choose a private oil company 

as a partner for building a new export oil refinery at 
Gabes with an annual capacity of 3 to 5 million tons and 

is considering the possibility of establishing an 

ammonia plant based on Tunisian and possibly Algerian 
natural gas. Agreement was concluded in late 1973 to 
construct an 11 billion cubic meters per year gas pipeline 
across Tunisia from Algeria to Italy. Some of this gas 
will be made available to meet Tunisia's future industrial 
needs. 


Agriculture 


After the exceptionally good year of 1972, agricultural 
production was expected to decrease by 18.7 percent in 
1973. However, in spite of floods in the spring, the year 
was relatively good and output fell by only an estimated 
11.6 percent. Olive oil production of about 65,000 metric 


tons was less than one half of 1972 output while cereal 
production was also less than in 1972. The less-important 
fishing industry grew by 8.3 percent and livestock output 
grew by 15 percent. Fruit production -- primarily citrus -- 
decreased and vegetable production showed no growth. The 
outlook for 1974 is for an overall sectoral growth of about 
6.1 percent, led by a doubling of olive oil production to 
about 140,000 tons, approaching the record 1972 level of 
167,000 tons, Citrus output is expected to go from 80,000 
tons this year to 100,000 tons in 1974, but wine production 
is expected to fall slightly next year, Despite delayed 
sowing in the south and late fall floods, the outlook for 
cereal production is promising. Because of the higher 
price of olive oil, Tunisia may earn about $150 million 

in foreign exchange since it exports most of its oil. 

The agricultural sector provides some form of employment 
for slightly over half of Tunisia's work force but now 
accounts for only roughly 15 percent of GDP, down from over 
17 percent in 1972. The Government has plans to extend more 
credit to small farmers and increase mechanization and 
irrigation, but increased productivity in the agricultural 





sector is likely to remain slow albeit steady. 


Money and Prices 


Despite strong inflationary pressures, the government appears 
to have been relatively successful in limiting price 
increases in 1972 and 1973, Although real GDP increased 
only 2.8 percent in 1973, the money supply grew by 10.4 
percent as of August. In addition, prices of imported goods 
increased substantially and wage rates were raised slightly 
during the year, Nevertheless, the official wholesale price 
index increased only an estimated 5-6 percent in 1973 
compared to 2.2 percent in 1972. In 1974, the Government 
hopes to hold the increase in the money supply to the 

12 percent provided for in the Plan. However, it has 
apparently decided to increase the controlled prices of 
bread and wheat products and possibly of dher basic 
necessities in order to reflect higher world prices. This 
factor, increased prices of other imports, a recent increase 
in minimum wages (from 18 to 27 dinars per month), and 
probable increased spending for investment will increase 
inflationary pressures in 1974. In addition, there will 
probably continue to be considerable liquidity in the 
banking system in spite of some modification in 1973 of 

the artificially low interest rate structure to attract 
savings on a longer term basis and a requirement that 
commercial bankSmust deposit 8 percent of their short-term 
deposits with the Central Bank. 


Balance of Payments 


Tunisian foreign exchange holdings are now at an all time 
high at over $300 million. Despite repeated current 
account deficits, surpluses on the overall balance of 
payments have been generated for the past three years. 
While imports have increased steadily from the equivalent 
of $419 million in 1971 to an estimated $570 million in 
1973, exports have also increased over the same period 
from $264 million to an estimated $353 million. The main 
sources of foreign exchange in recent years have been: 





tourism, workers remittances, and exports of crude oil, 
phosphates, and olive oil. Foreign aid from international 
organizations and a large number of bilateral aid donors 
and private investment have also made an important contri- 
bution to the favorable balance of payments position. 


In 1974, rising world prices, increasea domestic demand, 
and continued liberalization of government foreign 
exchange controls should result in a large increase of 
imports. This may be more than offset, however, by the 
very substantial increases of earnings from the exports 
of crude oil, if the high prices are maintained. For 

the first time, Tunisia may have a surplus on its balance 
of trade in 1974, and petroleum and solid minerals may 
replace tourism and olive oil as the major source of 
foreign exchange. 


Continued foreign aid and foreign private investment will 
make an essential contribution to the transfer of techno- 
logy and entrepreneurship required for Tunisia's continued 
balanced economic growth as well as to the balance of 

payment position. While Tunisia will probably be success- 
ful in its efforts to obtain more aid from Arab oil producing 
states, the expected conclusion of negotiations of new 
“association agreements" with the European Economic Community 
may also result in increased aid from that source. The 
favorable trade developments will probably permit Tunisia 

to continue to maintain at about 14 percent the ratio of 
annual payments on its foreign debt to annual earnings from 
exports and services. 





IMPLICATIONS FOR UNITED STATES TRADE AND INVESTMENT 


General 


U.S. exports to Tunisia for the first nine months of 1973 
fell to $36.7 million compared to $49.8 million for the 
same period in 1972, primarily because of a fall in 
deliveries against the U.S. aid programs. Exports in early 
1974 are increasing because of deliveries against an AID 
sector loan and a Title I PL 480 agreement for soybean oil. 
U.S. exports on a commercial basis, however, will clearly 
have to continue their recent increase if the U.S. is to 
maintain its past position in Tunisia's foreign trade. The 
healthy state of the Tunisian economy provides sound oppor- 
tunities for such an increase. 


U.S. business will have an uphill battle to overcome the 
traditional preference of Tunisians for doing business with 
Europe, especially France. In addition to geographical 
proximity, there are business, cultural and linguistic ties. 
Tunisia is also an associate member of the EEC, and corise- 
quently certain European goods enjoy tariff preferences. 
Nonetheless, the preference is often small and with the 
devaluation of the dollar, the promising Tunisian balance 
of payments position, and import liberalization policy 
followed by the Tunisian government, many opportunities 
remain for the hustling U.S. businessman. U.S. products 
have a good reputation in this market, while political 
relations between the U.S. and Tunisia have been close and 
cordial for many years and continue to be so. 


Trade Opportunities 


Quality products at reasonable prices should find a good 
market in Tunisia. Aside from sales of agricultural 
commodities, the U.S. should continue to do well in office 
machinery, computers, big earthmoving equipment, petroleum 
exploration equipment, oilfield supplies and services, 
some kinds of agricultural machinery, paper products, and 





air-conditioning equipment. Medical and scientific 
equipment is another area where the U.S. enjoys a good 
reputation and is competitive. The Department of Commerce 
is organizing a trade mission to North Africa covering 
this type of equipment in the spring of 1974. Expanding 
prosperity and import liberalization may create oppor- 
tunities for sales of U.S. consumer goods which until 

now have been limited, A possible import quota for 
garments in 1974 may open up what has been largely a 
protected market to good quality clothing. 


Among major projects under consicration which could lead 
to exports of U.S. equipment and services is a major 
modernization of phosphate mines, possibly financed by 
the IBRD. Recent increases of minerals prices should 
assure economic feasibility of such projects as well 

as expansion of lead and zinc output. Large heavy duty 
trucks, cranes, diggers, and underground mining equipment 
of all kinds should be needed. Plants to expand the 
chemical industry -- notably processing of phosphates, 
fluorspar and other minerals -- are to be built, while 
the new petroleum refinery in Gabes and the gas pipeline 
from Algeria to Italy should present important export 
opportunities. Industrial sewing machines and other 
equipment will be needed for the textile industry which 
has been expanding at a rapid rate (23 percent in 1973); 
this industry will continue to be dynamic, especially in 
the export sector as a result of the law favoring export 
industries (see Investment). The IBRD is financing the 
purchase of over 200 new busses in early 1974 for improve- 
ment of urban transit. Two new cement plants of one 
million tons each are planned for the east and south of 
Tunisia. One is a joint effort with Algeria and the other 
is to be partially financed by Libya. Some machinery sales 
may be possible. 


The Embassy supplies advance notice and copies of tender 
documents for important government and private trade 
opportunities including IBRD financed projects. U.S. 
businesses will find that sales on the Tunisian market 





are considerably enhanced if the company has local 
representation. Business correspondence, advertising 
and technical literature and catalogues should be in 
French, if at all possible, especially business letters. 


Investment Opportunities 


The investment climate in Tunisia is excellent. The 
Government welcomes and is actively promoting US and 
other foreign investment, Advantages include closeness 
to the big European market, a relatively low wage scale 
and considerable fiscal incentives, In April 1972, a 

law was passed which offers exemption from income, 
production and other taxes, freedom to import required 
goods, assistance in finding land and obtaining necessary 
services and other incentives for companies locating in 
Tunisia to produce for export. Producers will enjoy 

duty free privileges in the European market on manufactured 
goods with at least an average 50 percent value-added in 
Tunisia. The tourism industry, although temporarily 
stagnant, has already attracted some U.S. investment 

and other opportunities are available. The Government 
gives high priority to development of tourism and with 
the assistance of the IBRD is engaged in developing 
infrastructure. 


Investment for local production is promoted by the Govern- 
ment and import substitution offers many possibilities. 
Protection of local production is offered as well as 
special incentives for exporting part of the production. 
There are also investment possibilities in services, such 
as fast-food restaurants and leisure activities partly 
aimed at tourist trade. As mentioned above, some U.S. 
companies have already shown an interest in the promising 
mining and chemical industries, especially in phosphate- 
related areas, The Government encourages conclusion of 
agreements whereby private or public Tunisian companies 
perform sub-assembly work for foreign firms, and some 
European firms have already entered into such subcontracts. 


Tunisia has not fully taken advantage of its natural 
comparative advantage in the area of agricultural exports. 
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Labor intensive crops capitalizing on irrigation, the 
longer growing season, and the convenient marketing 
opportunities in nearby Europe could be of interest to 
U.S. investors. Foreigners are not allowed to own farm 
land in Tunisia but the Government seems to be receptive 
to management and marketing contracts which would assure 
the success of agricultural ventures. Potential invest- 
ment areas include livestock raising and feeding, and 
growing of fruits and vegetables to meet special or 
off-season needs. Food processing could also prove of 
interest to U.S. investors. 





Would you risk 8¢ 
on *238,000,000 in sales? 


For the price of a postage stamp, a new U.S. Com- 
merce Department booklet can show you how to 
join other U.S. manufacturers who last year alone 
racked up $238,000,000 in export sales at inter- 
national trade fairs and U.S. trade centers. You'll 
discover that participation cost may be as low as 
$300. And that the Commerce Department provides 
booth design and construction—as well as in-depth 
promotion and advance calls on your likeliest 
prospects to ensure their attendance. Send now 

for “Overseas Trade Centers and Fairs” by 
writing Mr. Marinus van Gessel, Director, 
Bureau of International Commerce, U.S. 


Department of Commerce, Washington, 
D.C. 20230. 
U.S. Department of Commerce 





MANUFACTURERS... 


MARKET SHARE REPORTS 


74 Country Reports 
$3 each 


1,109 Commodity Reports 
$3 for 1 to 5 reports 


ORDER YOUR FREE MARKET SHARE REPORTS 
CATALOG... TODAY! 
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